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ABSTRACT 



"The broad purpose of this research was to examine 
long-range financial planning at the policy-making level in private 
colleges and universities. As a result of the study, a method can be 
suggested which is expected to sharpen the information available to 
top administrators when they consider the alternatives for allocation 
of scarce financial resources. The instrument proposed here will be 
helpful in converting the educational objectives of the institution 
into financial strategies." Chapter I introduces the study; Chapter 
II develops the concept of a three-stage financial planning model. 
Chapter III considers cost administration; Chapter IV develops and 
analyzes the 3 stage model. Findings and usefulness of the model at 
Lynchburg are * presented in Chapter V. Chapter VI analyzes the model's 
applicability in 5 ‘private college and university settings. Chapter 
VII summarizes conclusions and suggests areas for further study that 
can extend the understanding of the concepts presented in this 
research. The 200 pages of appendices contain interviews concerning 
the model's success with administrators of the 5 participating 
institutions. (Author/NR) 
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CHAPTER I 



INTRODUCTION 



The broad purpose of this research was to examine 
long-range financial planning at the policy-making level 
in private colleges and universities. As a result of the 
study, a method can be suggested which is expected to 
sharpen the information available to top administrators 
when they consider the alternatives for allocation of 
scarce financial resources. The instrument proposed here 
will be helpful in converting the educational objectives 
of the institution into financial strategies. 

The need for long-range planning is critical to 
higher education. It stems first from the high propor- 
tion of costs that result from long-term commitments. 

For instance, faculty salaries can represent a substan- 
tial commitment for many years into the future because of 
tenure. Unlike industry, curtailment of an activity in 
an educational institution does not mean the termination 
of the employment of all people associated with that 
activity. In addition, there are many expenses incurred 
in support of the faculty which tend not to vary with the 
level of student enrollment. These committed costs cannot 
be controlled by annual budgets but must be planned prior 

■to their being incurred. 

/ 

Because of particular limitations on financial 
resources, long-range planning is more important for pri- 
vate colleges so that new. programs can be seen in the 
context of financial constraints. Both state-supported 
and private institutions receive tuition income, gifts, 
grants, and endowment income. But private colleges do not 
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have recourse to state revenues. Expenditures not supported 
by non-tuition income in private colleges must be paid by 
student charges. With costs continuing to rise in higher 
education, private colleges must have better information at 
the proper time to plan financial commitments if they are to 
survive the challenge of state-supported education. 

As part of the long-range planning process, a quan- 
titative measure is needed to evaluate financial performance. 
This should not be construed as a need for a quantitative 
measure of educational objectives but colleges and universi- 
ties do have financial objectives apart from the academic 
purposes. It is in the evaluation of financial objectives 
that the lack of a quantitative measure is crucial. There 
is no existing single measure of financial feasibility that 
can be used to plan or control operating or capital expendi- 
tures. This situation is in contrast with industry where 
numerous quantitative measures are in use. For colleges 
and universities, however, there are no production standards, 
no percent-of-market goals, no current ratios or receivable 
and inventory turnover ratios and most importantly, there 
is no rate of return on investment. 

In recent years managers and writers in business have 
come to recognize that the ultimate ROI measure is not 
always the most appropriate means of evaluating performance. 
For instance, the profit motive for a research and develop- 
ment function is often too remote to stimulate the 
scientists and engineers, a stenographic pool in a major 
corporation is little concerned about ROI, and many capital 
expenditures, such as air conditioning for the plant and 
office, do not have the direct purpose of providing a return 
on investment. 



